Market (MCC) are to be the foundation for economic integration over a vast area. The statement put out by the Punta del Este Conference is, however, only the first step along the road towards the economic consolidation of South America. It is now up to the Latin American countries to bring true these off-rupeated protestations of Latin American solidarity. All the Latin American countries will have to co-operate purposefully to tackle the tasks ahead of them and they will need the support of the larger industrial nations, particularly the United States. Nothing less than economic collaboration between the countries of the American sub-continent, forgetting all national rivalries, would enable Sim6n Bolivars dream of a strong and united Latin America to become a practicable reality. The following contribution discusses the ways and means of Latin American integration, the results achieved hitherto and the prospects for o comprehensive unification of South America--including political unification.
A mong developing countries, those located in Latin America have taken the lead in carrying out practical experiments in regional consolidation directed at achieving a common market. On 18th February, 1960, seven states--Argentina, Brazil, Chile, Mexico, Paraguay, Peru and Uruguay-concluded the "Montevideo Agreement'; this decreed the establishment of a free trade area and the foundation of the Latin American Free Trade Association. In 1961 Colombia and Ecuador acceded to this Agreement, in 1965 Venezuela and now, more recently, Bolivia too. Thus, with the exception of Guayana, the whole of South America is now included; counting Mexico, this gives a total of ca. 210 million inhabitants. In Central America, five countries have joined together in the Central American Common Market, based on an "integration agreement" dated 13th December, 1960; this was preceded by several preliminary agreements. Initially, the countries involved were Salvador, Guatemala, Nicaragua and Honduras; these were later joined by Costa R/ca. This area contains currently more than 13 million inhabitants; in 1950 it contained ca. 8 million. The model and incentive for this step was the establishment of the European Economic Community.
Now that a few years have gone by it is possible to make some evaluation of the outlook for this union, especially in view of the recent intervention by the USA.
To the outside world, Latin America still looks the same as before. By and large, there have been few changes in its monocultural and lop-sided economy, its extreme social differences, the low standard of living of the masses, irrational budgeting by the state. Closer observation, however, will show numerous indications of internal stabilisation and serious efforts towards reforms which should not be overlooked. Apart from the major targets of basic structural change, one becomes aware of a number of positive results in individual sectors indicating a certain degree of initial success, such as to constitute important premises for future development. They have moved at least a little closer to the target of intensifying trade between member countries.
latin American Free Trade Association
Since 1961, trade between members of the Latin American Free Trade Association (ALALC) has risen from US ) 659 million (equal to 6~ of the total foreign trade of these countries) to US ~ 1,403 million in 1965 (equal to 11.34 0/0). Ratios similar to those of 1965 were achieved in 1953---55, although no special preferences were then in force.
An analysis of trade movements shows that it is still the "traditional" goods, in the main, which are exchanged. Products from tropical and temperate zones and metal products are a natural, if limited, complement to this exchange.
Naturally, these opportunities for export and import 'are limited and profits from these do not form a stable foundation for the economy because of acute price fluctuations and differing harvest yields. Additionally, exports of "traditional" products are limited by the increase in domestic demand and insufficient improvements in agricultural production methods.
It will not be possible to say definitely that a change has taken place until trade has been placed on a broader more constant footing based on the export of industrial product's. This is the only way to achieve a definite relocation of emphasis from traditional imports from industrial countries, thus boosting the development of Latin America's young industries. However, only a few countries have such industries--primarily Argentina, Brazil and Mexico~ these countries are at the beginning of a stage of development where it is felt that exports should be encouraged. In general, present industrial capacity does not suffice even for the domestic market. High tariffs ensure sufficient earnings, so that there is no incentive to export in order to obtain an efficient exploitation of capacity. These high tariffs prevent the establishment of a price structure which could stand up to international competition. Every country sees industrialisation as a primarily national aim; but Latin America can only achieve this aim by co-ordinating its industrial development, i.e. by reaching agreement on industrial production. This, however, means renunciation and sacrifices regarding the special projects of the individual states, but it is obvious that in the countries of Latin America the incentives are insufficient to encourage such a far-sighted supra-national policy.
Co-ordination of Industrial Production Essential
The reasons why relatively little overall progress has been made are numerous, but typical of the problems facing developing countries. The Montevideo Agreement, as such, certainly does not offer a basis for large-scale development. After years of efforts, it came into being primarily due to the initiative of the UN Economic Commission for Latin America (CEPAL), headed by Ra~l Prebisch. Although his efforts had the support of discerning government representatives, initially it met with widespread indifference--not to say rejection--although this gradually gave way to an understanding of the need for such efforts. The Montevideo Agreement is a compromise between wish and reality~ unlike the EEC Treaty, its authors had to abandon the idea of transferring any supranational authority to the ALALC organs and had to content themselves with limiting their actual aims to encouraging trade between themselves, without setting up common external tariffs. Several moves have been made over the past few years--particularly by Chile's dynamic President Frei and by the President of the InterAmerican Development Bank, Felipe Herrera--with the idea of achieving effective integration, including the gradual removal of internal tariffs in agreed stages, and to create common external tariffs, but these have all failed. Under the provisions of the Agreement, any reciprocal concessions must be in the form of preferences and these have to be negotiated bilaterally in a laborious procedure. This means that both national and private interests create an obstacle in the way of any bold treatment, so that hitherto agreement has been reached only on those preferences where it was possible to grant concessions without making any major sacrifices on a national scale. The large number of concessions made to date--and these become more cumbersome year by year--may obscure their actual effectiveness. In fact, little progress has been made towards the declared aim of removing all obstacles within 12 years.
The main deficiency in the ALALC Agreement is a method for co-ordinating industrial development and harmonising national development plans. These are, however, the essential pre-requisites for supplementing trade by industrial goods.
Deficient Communications
In practice, one of the main reasons for this hesitant progress towards integration is the lack of good road and communication networks between the countries. Hitherto, these countries have lived side by side and their historical development is such that they have been opened up only partially, mainly in the coastal regions --starting from their capitals. The wide regions which are, on the whole, only sparsely inhabited, have so far been only partly integrated into the national economies. For this reason there is scarcely any regular frontier traffic and state frontiers are mainly in the wilderness. The towering, barren Andes, running North to South, also make communications more difficult; indeed, they cut the countries, through which they pass, into separate zones which are not adequately linked even to the rest of the national territory. Most of the countries of South America share in the huge Amazon basin. The plans for a road running North--South, East of the Andes, as suggested by President Bela6nde of Peru, would be a first step towards creating large-scale land communications, together with ttte Pan-American Highway, large sections of which have been finished (this runs to the West of the Andes}, and a projected East-West route from Brazil towards Ecuador. At present the main methods of communication are by the well-developed air routes and by water~ the countries in ALAMAR have joined together to develop inter-zonal waterway communications. But, in their present condition, even waterways are an insufficient basis for the healthy development of traffic inside Latin America.
One of the main difficulties of integration is the signatory countries' differing stages of development. Initially, the Agreement took account of this varying degree of development by granting special rights to Paraguay, Ecuador and Bolivia. As a result, three groups rapidly emerged: the three so-called "major u countries, Argentina, Brazil and Mexico, are faced today by two other groups. One consists of Colombia, Chile, Peru, Uruguay and Venezuela--the countries with insufficiently developed domestic markets--the other of Bolivia, Ecuador and Paraguay--the countries whose economies are relatively even less developed. There are considerable differences even within these three groups. On the whole, the three major countries are negative in their attitude towards demands for a rapidly progressing Iiberalisation, which is what above
